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SECTION 1 (SOVIET)

USSR, Soviel Union reportedly susgests Scandinavian alliance: The
First Secretary of the Soviet Embassy in. Stockholm reportedly notified
the Swedish Foreign Office on 16 November that the Soviet Unlon would
look favorebly on the formation of an independent Scandinavian defense
alliance, to include Finland.

The Swedish Foreign Office has informed the diplomatic repre-
sentatives of the other Scandinavian countries, | |

Comments If true, this mansuver would constitute at least a formal
reverssl of Soviet poliey, probubly designed to create confusion and
dissension among the Seandinavian countries, It is unlikely that Mos-
cow actually desires the formation of an independent alliance encompass—
ing a strategic area close %o the Soviet border,

Such a suggestion by Russia would not find offiecial support in
Seandinavie or disturb the relationship cf Demmark and Norway to NATO,
although pro-neutralist discussion in Sweden and Demmark might be
stimulated, Finland sppears uniikely to abandon its consistent post-
war policy of absolute neutrality between East and West,

YUGOSIAVTA., Finsneisl problems desepmsns According to the Americen Eme
bassy in Belgrade, the Yugoslavs estimate their balance of payments -
deficit for the sesond half of the current fiscal year (Jamuary to Jume
1952) st 84 miilion dollars, This increase results primarily from
mounting defense expenditures, The Embassy believes that the tri-
partite aid grant for Jamuary to June 1952 is not expected to exceed

50 million dollars and may possibly be as low as 45 million, leaving

e significant gap between the grant and the estimated defiecit.

The Fmbassy states that under present conditions the Yugoslavs
will make a maxismm effort toward defense production to the detriment
of the already strained civilian economy, Yugoslavia must have
edditional aid to achieve ecomomic stability, rearmament, and to be
sble to complete eritical investment projeects. Further, Embassy Bel-
grade indicates that the Yugoslav trade deficit camnot be balanced
even with tripartite assistanse in raw materials until certain capital
investments are mede, | | '

Conmenbs A larger Yugoslav balence of paymeﬁts than anticipated
last Jume threatens the assumptions upon which tripartite aid is based
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and thus foreshadows an increase in the American contribution for the
second half of the fiscal year,

An uncovered trade deficit impaims tripartite efforts to induce Yugo-
slav creditors to agree to debt readjustments,
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r_ixgnd_will_grﬁgte conditions favorable to the return of Communism.s
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SECTION 2 (EASTERN)

GREECEs Greek Army officers fear trend to left: Greek Army officers see
in recent internal developments & government trend to the left. Prime
Minister Plastirast amesty program for political prisoners, including
Cormmiste, the seating of seven parliementary deputies who had been ex-

- {1ed as Commmnists, the withdrawal of the British police mission, the

Greek Goveinment's pressure for abolition of the United Nations Balken
Commission, snd the contemplated disbandment of the civilian Armed De-
fense Battalions are teken as evidence of the leftist trends. The US Mili-
tary Attache in Athens adds that the Greek officers fear that the present

Comméent: Greek officers, as a group, &are strongly rightist in sym-
pathy, snd To them these developments probably appear more alarming than
they are, in fact. However, the Greek Foreign Office has information that
bends of Greek Commumnists are preparing once again to infiltrate into
Greece, and the suspension of UN border observetion could increase their
chances for success. The amesty program may be greatly modified or
sbandoned if the ailing Plastiras disappears from the political scene.

EGYPT. King seeks curb on extremist "Iiberation Battalions": King Farouk
Tes directed the Bgyptian Government 1o Testrain the activities of the so-
called "Iiberstion Battalions." The Egyptien Minister of Interior accord-

ingly issued a public statemend to the effect that all Liberation Battalions

would be put under governmental controls. The US Anbassador in Ceiro re-
ports, however, that subsequent violent opposition to this announcement

on the part of extremist elements has apparently ceused the Minister of
Interior to waver in taking any further action. rgg

Comment: These Battalions are being formed by violently nationalistic

Egyptiens, including the WMos lem Brotherhood, for possible use against the
British. While the battalions are militarily insignificant, some leaders
in the Arab world reportedly fear that unless these extremists are con-
trolled, there is a real denger thet similar groups will spring up in
other Arab stetes to threaten the existing order.

TURKEY. Turkish Forq}ggﬁMinisterjoffers suggestions on how to deal with
Krebs: IR fubure approaches vo the Arabs on the Middle Fest Command pro-
posals, the Turkish Foreign Minister has suggeéted that any appearance

of running after the Areb States be avoided. He also suggested that the
impression should not be gilven that we are attempting to split the other
Arab States away from Egypt, 4J
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As for Bgypt, the Foreign Minister felt that the best tactics for the
present are to leave Egypt strictly alone and that Britain should continue
+to gtand firm as at present, acting, however, with moderations. | , 25X1

Comment: On the basis of meny centurieg of experience the Turks
have ® realistic understanding of how to hendle the Arebs. As firm
friends of the West they are in an excellent position ta offer-good advice.

 SYRIA. Syrie reportedly offered erms by Soviet Union: The French Foreign

OfTice has been informed by| | 25X1

[

that the USSR has offered 100 plenesand 50 tanks to the Syrian Governmenvtae .

Comments It was reported on 9 November that the Syrian Chief of
Staff and two high Foreign Office officials conferred for two hours with
the Soviet Minister in Damascus. It was ‘suggested| | 25X1
| [that the ambitious Chief of Staff had probably asked for arms and
may have promised closer collaboration. - _

This earlier report, as well ag other data on Soviet gctivity in
Syria, does not confirm the specific information supplied by the Frenche
While the Russians continue to make approachey to the Arab States, they
are not known to have offered to furnish arms to any of tThem.

PAKISTAN. Conference of world Moslem leaders scheduled for next January:
The Acting Foreign Minister of Pakisten has ennounced & conference of
world Moslem leaders, to be held in Karachi from 5 to 7 January 1952, to
discuss inter-Islamic political, economic and cultural relations, and to
make people "more Islamic-bloc minded." Those invited include the Grand
Mufti of Jerusalem and Mullah Kashani of Irem. | | 25X1

Comments The Grand Mufti is violently anti-Western, and Kashani is
strongly nationalistics A conference attended by them may be expected to
pass & number of resolutions unfavorable to the West. Although previous
Islamic conferences in Pakistan have achieved no concrete results, this
one may attempt to develop a common approach to guch problems as Egypt,
Iren and the Middle East Commend,

INDONESIA. Tension heightening over West New Guinea: The Indonesian For-
elgn Minister complained td the United States Ambessador to Indonesia that
the "unfriendly" Dutch snd Australian attitudes on the West New Guinea
jssue would force Indonesia into & neutralist ccalition with India and
Burma and its government into the "orowing anti-Western camp" in Indonesia.
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He werned that the Indonesian Parliament might denounce the relationship
Wwith the Duteh and that the present Indenesian cabinet might fall if it
opposes such a move. :

‘ The US Ambassador comments that Australign and Dutch cooperation
over the New Guinea dispute places the US in the center between those
couptries and Indonesia. He points out the set-back to long-term American
policies which would be suffered if the present crisis develops along the
25X1 ‘threatened lines. L

[ 4

T PHILLIPPINES. Magsaysay recormends disarming of provincial governor's
private armys Post-election disturbances in Negros have resulted in. the
murder of one and the maltreatment of several "politicos." Governor
lacson’s special police are allegedly responsible. Defenge Secretary
Megsaysay has recommended to President Quirino that lacson's "private
army” be disarmed and disbsnded. Field Comments If Quirino approves
Magsaysay's recommendation, Magsaysaey will agéin emerge victorious in a
‘battle with lLacson, and Quirino's prestige will be enhanced with the

majority of the Filipino people. | | 25X1
Comment: Governor Lacson has long maintained tight control of the
populous suger province of Negros Occidental with | 25X6
25X6 Qp@liﬁical machine, Before the election, Magsaysay dispatohed a
\ contingent of troops there to police the polls, over the governorts pro=-

teste While Quirine publicly upheld his defense secretary, he was reportéd
to have issued orders that in fact circumscribed the troops! freedom of
aoction,

8. GHINA% INDOCHINA. Communists announce completion of new railroad to
ndoskine borders Ih & 31 Uctober sposch The Chiniese Communist Minister
?FRailways stated that the Laipin-Chennankuen railway was completed,
and on 7 November a newspaper in Kwengsi province, where the new rail-
way is Jaid, described the official opening ceremony of this line. D 25X1

25X1 -\

Goz}imehts‘ This strategic railroad greatly enhances the Chinese capa-
bility ¥o support Ho's forces.

Although the Chinese assigned priority to the construction of this .
line, begun in the summer of 1950 and originally scheduled for completion
in June 1951, work on it was ‘repeatedly delayed by sabotage, floods and
e shortage. of rails. . v ;

It is not certain whether this iine extendg all the my to the
Indoching border, since the Chinese Minister in his recent speech indi-
cated 'bhat; Pinghsieng, 10 miles north of the border town of Chennan jusn,

N
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was the actual terminal of the line.
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Mongolian jet pilots and "International Volunteer Air Force"
allegedly at MNukdensz | [report that 25X 1 '
The headquarters of the "Internetional Volunteer Air Force" has been
established at Mukden, and that on 2l October, 360 Outer Mongolian jet
pilots arrived at Mukden from Khabarovsk, where they were being trained.

About & hundred of these pilots have slleredly been integrated into Chin-
ese Copminist air divisions, 25X1

Comments Neither the often-reported existence of an "International
VolunTeer Alr Force™ nor the arrival of Outer Mongolien pilots in Manchuria
has been @onfirmed.. These reports do not explain the apparent inconsistepey
of Outer Mongolian pilots being incorporated into the CCAF instead of the
IVAF, if such a multi-national force really exists.

Exchange of Chinese rice for Ceylon rubbér proposeds. | | 25X1
* the Chinese Com=

munist Government, has offered the Ceylon Ministry of Food 100,000 tons

of "Menchurian® rice in exchenge for rubber of equivalent value. The ‘

price of rice -= 154 US dollars a ton at e Menchurian port -- appears 'higil

to the Food Ministry, which is nevertheless desirous of negotiating if the

offer proves suthentic. 25X

Comment: Ceylon faces a rice shortage this winter because of reduced
impor®s from Burme, its traditional supplier. If rice suppliers other
then China are uneble to fulfill Ceylon's requirements, it is believed that
the government will favor a rubber-for-rice barter deal with Commmist Chind.

The lpck of shippipg space has so far preventéd more than one rubber
ghipment from leaving Ceylon for Commmist Chine, and this problem will
hamper fuﬁgre deliveries. o

Peiping ships silver reserves to USSRs | | 25X1A
[ [the Pedple's Bank of Chine at Peiping shipped 1,500
cases of silver coin and bullion to the USSR in mid-October. The total
woight of the silver and cases was about 90 tons. Two previous silver
shipments to the USSR in November 1950 and Februpry 1951 totaled 50 tons.

Accorﬁing to the report, all dranch offices of the People's Bank hp.c}
previously been ordered to send their silver to Peiping for shipment %o
the USSR, | |
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Comments Communist China, which is on a paper money standard, for-
bids Ehe clrculation of silver money and is trying to collect all private
hoards of silveros/[ “]in September 1950
indicated that the silver collected throughout the country was being
shipped to Peiping. '

The total smount of silver reportedly shipped to the USSR in the past
vear comes to about four million dollars, & small fraction of Chinals
trade with the Russians., The Ruyssians can use the silver for many in-
dustrial purposes, ©.8.; 88 & substitute for scarce copper in various

electrical applications.

KOREA., Greater hand-woven cloth production in North Korea urged: Citing
Tho destruction of Vprecious propervies of the people" Dy UN air raids,

o Pyongyeng broadcast of 15 November called for the women of North Korea

to do their utmost "for the production of hand-woven clothe" In order to
stabilize living conditions and prepare for winter, the government appeealed
to the women to fulfill the first quarter of the 1952 quota by the end of
1951, Some localities have already fulfilled this quota, the broadcast
continued, but the "oroductive efforts for the improved guelity of pro-
ducts" must be unceasinge |

25X1

. Qomments It is estimated that approximately 20 million yards of
cloth, or roughly two yards per capita, are required to meet the minimal
needs of North Koream. Pre-war textile production, smounting to some 10
million yards, has been nearly halved during the course of the ware. The
tenor and content of this broadcest are further evidence of the worsening
civilian supply situstion in North Kore&.
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SECTION 3 (WESTERN)

25X6

2. FRANCE-AUSTRIA. TFrance again rejects US Austrian treaty

strategy:. In an
alde-memoire to the American Embassy, the French Foreign Office %as once
more rejected the strategy proposed by

the United States on the Austrian
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treaty question. This new statement repeats previous'dbjections to the
abbreviated treaty draft and reverses recent indications of a more receptive
French attitude,

, The Embassy believes that some concessions will have to be made 1o

obtain French agreement and suggests as a possible compromise strategy

(1} resumption of negotiations on the old draft tréaty, (2) public anncunce- 25X1
ment in the event of failure that the West is considering a new proposal,

and (3) an attempt by the Western delegates to negotiate some instrument
equivalent to the abbrewviated treaty for presentation to Moscow.

Comment s While the French have previously stated their position in
categorical terms, it is not certain that their objections to the abbreviated
treaty as such sre fundamental. Aside from their professed concern for
preserving the mechanism of treabty negotiation, the French Govermment appears
%0 desire only that the West shall move caubtiously in its efforts to reach
a settlement. The French thus desire to protect the measure of agreement
achieved on the old draft treaty, to offer further concessions to the Soviet
Union, and if the Russians remain adamant, to denounce publicly Soviet
obstructionism and to withdraw the concessions made previously.

AUBTRIA, Communist paper asserts Sovieb protest on Trie ste precludes

Austrian treatys Commenting on the Soviet Govermment!s protest on 17 November
against allieged violations of agreements with respect to Trieste by the US,
France, and Great Britain, the Austrian Communist paper Der Abend asserts

that "Western refusal to carry into effect clauses of The Itallan peace
treaty regarding Trieste practically prevents the conclusion of the Austrian

state treaty."[ The paper observes thabt the Soviet Union regards Lrieste

25X1
3.
CPYRGHT]
25X1

Le

rgs a test case of Western adherence to international agreemeﬁtso‘C::::::::] 25X1

Comment: The Soviet protest did not refer specifically to Austria,
other than %o note alleged military preparations involving Itsaly, Austria,
and Yugoslavia. The USSR has, since May 1950, linked conclusion of the
Austrian treaty with implementation of the provisions of the Italian treaty
dealing with Triestes - o

NETHERLANDS . Dubtch would be sensitive to US pressure in dispute with',
Indonesias In commenting on the crisis in Dutch-Indonesian relations, the
05 Ambassador in The Hague has stated that any US action favoring Indonesia
in the "dispute over West New Guinea's sovereignty would be regarded by the
Netherlands as undue pressure and would be "most unfortunate" in its reper-
cussions on the Dutch rearmament program. The Dutch resentment against ,
the US role in the achievement of Indonesian independence has only recently
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: beg\m to diminish, and any approach to the Dutch on New Guinea would re-
vive this sentiment and tend to confirm the Netherlands'! "worst susplcions.*

The Dutch Foreign Minister, who appeared quite pessimistic on the
-whole subject of Dutch-Indonesian relations, has stated that he "would not
' be surprised” if Indonesia denounced the union statute next week, in which
case he did not know what steps either side could then take. L | 25X1

25X1

Comment: The Dutch Government » which féll last January as a result
of demestic controversy over policy on New Guinea, has consistently suggested
a postponement of action on Dubtch-Indonesian problems until after the 1952
. parliamentary elections, o '

" B¢ SWITZERLAND. Foreign Minister reviews Swiss foreign policy: Swiss Foreign
Minister Max Petitpierre, in a recent review of nis country's foreign policy,
said that he considers the next three years as particularly.difficult ones s
but that he doés'not believe World War ITI is inevitable, He -advocates the
i £ d 'armed neutrality for the Swiss nation, ,25)(1

Comment:  The status of Swiss neutrality has been the object of .
interested scrutiny both within and without Switzerland. /[ \
I
be, they are, at least for the moment, preserving the form but not the spirit 25X6
of that policy. The Swiss are as a matter of fact cooperating to a
. considerable extent in assisting the Western Ejuropean rearmement effort;
but they insist that this be done under Swiss TOIMS o

25X1

Recently, for instance, the Swiss have prevented transshipment of US
military equipment through Switzerland, have refused to allow the export
of réckets being manufactured in Switzerland for the US on the basis that
'they were going directly to Korea, and have refused export licenses for
‘milivary end use items purchased by the NATO commission without prior con-
sultation with the Swiss Govermment.

T'he_f.act‘that the Gémmu.nists have waged a persistent campaign to the
effect that Switzerland is abandoning its neutrality is making the government
more cautious in its overt cooperation with the West.,

6+ ARGENTINA. Political purge reaches govermment banks: Approximately forty
" officials of The Central Dank wore reportedly ousted when they refused to
sign a pledge to vote for Peron in the 11 November elections Many offiéials
L gr government banks have also resigned. 7 25X1

25X1
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Comment ¢ The circulation of petitions pledglng support for Peron has
been one of the techniques employed to test the political sympathies of
government employees, Those unwilling to make such a pledge are gradually
‘being replaceds The campaign to purge persons of doubtful loyalty from
positions of power or influence has also included a shift in the top army
command (See OCI Daily Digest, 16 Nov 51), the discharge of a number of
‘army chaplains, and purges within the Peronista Party. Whether or not these

~efforts to strengthen the government are succegsful is doubtful; they*may
actually increase and consolidate opposition to Perons

ECUADOR Fore n Offlce requests US a531stanoe in preventlng acquisition
of arms by revolublionaries: The BCUARGOTan Government has information that
Carlos Guevara Moreno, Mayor-elect of GuayaQuil, ‘and Jose Ricardo Chiriboga
Villagomez; Mayor of Quito, have decided to purchase arms in Panama for
shipment to Ecuador for revolutionary purposes, and that this is apparently
one motive for Guevara Moreno's trip to Panama. The Foreign Office requests
the a5313tance of the U3 Government 'in preventing the purchase of such arms.
/7

The Ecuadoran Governmentrls’concerned over Guevara Moreno's declaration
in Panama that the fall of the Plaza governmént is imminent and certain, 25X1
He mentioned that the Mayor of Guayaquil has certain freedom to purchase

- arms for the traffic police there, and that the Mayor of Quito probably is

technica 117 entitled to purchase arms for the municipal polices | |

Comméht? Chiriboga Vlllagomez, who was re—elected Mayor of Qulto on
li November, has been believed to be a co-conspirator of| | 25X6
Guevara Moreno for almost two years.

| 11 | 23 Nov 51
Approved For Release 2002/08/21 : CIA-RDP79T01146A000600020001-4



Approved For Release 2002/08/21 : CIA-RDP79T01146A000600020001-4

Approved For Release 2002/08/21 : CIA-RDP79T01146A000600020001-4



Pad

>

| Approved For Relﬁé 2002/08/21 : CIA-RDP79T01146A000690020001-4

TOP SECRET

23 Novemiber 1951

CIA No. 49434-A
Copy No.
43

TO THE DAILY DIGEST

Office of Current Intelligence

CENTRAL INTELLIGENCE AGENCY

This summary of significant reports has' been prepared primarily
for the internal use of the Office of Current Intelligence. It does

or in the Office of Current Intelligence. Comments represent the
immediate views of the Office of Current Intelligence.

« TOP SECRET
Approved For Releas|e 2002/08/2"1 ,: CIA-RDP?QTO|1 146A000_600020001-4

!
i

25X1

25X1

25X1

25X1



Approved For Relagée 2002/08/21 : CIA-RDP79T01146A080800020001-4

TOP SECRET
_SECTION 3 (WESTERN)

1. ITALY. Foreign Office interested in retention of some Western foreces in
Irieste: A Forelgn Office official recently mentioned to the US Ambassador
in Rome that any disadvantage accruing to Italy as the result of a settle-
ment with Yugoslavia over Trieste might be balanced by the retention of some
troops in the area under another Leghorn arrangement, The Ambassador eme
phasizes that an announcement that Italian troops would immediately enter
the Free Territory of Trieste would undoubtedly help greatly in counter-
‘acting Italian popular resentment over loss of territory to Yugoslavia,

25X1

N Comments There have Been indications that the Italian Govermment
attaches much importance to a termination of the Allied administration of
Trieste and desires Italian forces to be installed in that territory.
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